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First Supplement to Memorandum 2002-7

Mechanic’s Liens: Double Payment Issue
(Comments on Discussion Draft)

This supplement forward additional comments we have received on the

Discussion Draft concerning Consumer Protection Options Under Home

Improvement Contracts,:
Exhibit p.

1. Gordon Hunt, Hunt, Ortmann, Blasco, Palffy & Rossell, Pasadena
(Jan. 9, 2002) .............................................. 1

2. Jan Hansen, Executive Director, Lumber Association of California
and Nevada (Jan. 11, 2002)................................... 4

Privity or Good Faith

Gordon Hunt does not believe the privity rule would work as a practical

matter and that it would be unfair to subcontractors and suppliers. (Exhibit pp. 1-

2.) He also argues that the equitable lien would a meaningless remedy. As to the

good faith rule, he writes that it would effectively eliminate lien and stop notice

rights. (Exhibit p. 2.) Mr. Hunt suggests, however, that adoption of a direct pay

notice scheme in connection with the good faith rule would protect both

homeowners and subs and suppliers.

Jan Hansen, Executive Director of the Lumber Association of California and

Nevada, reports that the LACN members are reticent to agree to changes in their

mechanic’s lien rights because they do not believe a sufficient problem exists.

(Exhibit p. 3.) But between the two alternatives, LACN members would support

the good-faith rule over the privity rule.

Amount of Cap

Gordon Hunt suggests a cap of $10,000 for the project cap approach or $500

per claimant in the alternative cap approach. (Exhibit p. 3.)

Jan Hansen writes that LACN members prefer a project cap set at $10,000, “as

there is no protection afforded under [the cap] for subcontractors or vendors.”

(Exhibit p. 4.)

Respectfully submitted,

Stan Ulrich
Assistant Executive Secretary
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